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Over- 
, and 
Eng- 
onal The agenda for the Ninth Session of the Contracting 
Parties to the General Agreement on Tariffs and Trade 
(GATT), which will open at Geneva on October 28, will 
seal include a review of the Agreement with a view to deter- 
1955. mining “to what extent it would be desirable to amend 
dy in or supplement the existing provisions of the GATT, and 
aes what changes should be made in the arrangements for its 
administration, in order that the GATT may contribute 
oa more effectively toward the attainment of its objectives.” 
Appli- The U.S. Assistant Secretary of State, Samuel C. 
are to & Waugh, has listed the following questions that, in the 
aaees view of the U.S. Government, require attention: (a) the 
direct | ¢stablishment of a permanent organization with an ade- 
cover § quate secretariat, and of effective organizational arrange- 
jon of | ments to deal on a continuing and prompt basis with the 
liberal § ™@ny problems which arise in the field of international 
naee trade; (b) the extent to which the GATT provisions can 
, 1955, | be made responsive to the needs of underdeveloped coun- 
ania tries without being unduly prejudicial to the trade inter- 
sr con. & ests and economies of other countries or affording uneco- 
mports, 
e items F Private Demand for Gold 
lor the From 1930 through 1953 about $3 billion of gold was 
oo absorbed by private holdings outside the Soviet Union. 
rae of This estimate is derived as the difference between $18.6 
longer billion added to monetary reserves during the period and 
present B 991.1 billion of new production together with sales of 
and ™ F $0.5 billion by the Soviet Union. Of the $3 billion ab- 
Ce, TAW T sorbed by private holdings, about $840 million was ac- 
e : counted for by uses in industry and the arts in the United 
—— States; the remainder represented largely additions to 
nd. 





private gold holdings in all forms in a few countries of 
Western Europe. 

The private demand for gold in this period has fluctu- 
ated in response to a variety of factors. In the years 1931- 
35, the decline in world raw material prices and the de- 
preciation of sterling provided a profitable opportunity 
to shift from gold to different types of investment, and 
Eastern holders may have liquidated about $1.5 billion of 
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c rm gold during these years, while private holders in other 
be ob- areas acquired nearly the same amount. Eastern liquida- 
tion declined to about $0.5 billion in the period 1936-40, 
while liquidation of private holdings in Western countries 
. D.C. rose sharply, to over $1.0 billion, as holders attempted to 





shift into overseas assets that seemed to afford greater 
security from government controls and from the effects 
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Review of the General Agreement on Tariffs and Trade 


nomic protection to special interests; (c) a consideration 
of provisions which would be fair and equitable both to 
countries needing: to resort to agricultural import quotas 
and export subsidies to safeguard their domestic agricul- 
tural programs, and to other countries which might be 
affected by such measures; (d) changes, if any, which 
may be desirable, in the light of the improved payments 
position of many of the more highly developed countries, 
in the policy that permits import restrictions for balance 
of payments reasons. 

It is reported that the Australian Government is con- 
cerned to amend the “no new preference” rule of GATT. 

In addition to certain specific complaints lodged by 
member governments, the Ninth Session will also consider 
the status after June 30, 1955 of the tariff schedules 
which have been “frozen” since 1948, and the request of 
the Government of Japan for an opportunity to negotiate 
for formal accession to GATT through tariff negotiations. 


Source: Contracting Parties to GATT, Release, Geneva, 
Switzerland, September 30, 1954. 


of war. In addition, in the later years various govern- 
ments required the surrender of gold held by their na- 
tionals. In 1941-43, there was some further liquidation 
in the West but a revival of private demand in the East. 
The Allied and Japanese Governments sold gold during 
these years in the Middle Eastern, Indian, and Chinese 
markets to finance military operations. 


During the years 1944-53, private demand for gold rose 
substantially in both East and West, absorbing (outside 
the United States) about $3.7 billion of gold; this was 
equal to about half of all foreign gold production in this 
period. Strong inflationary pressures in the early post- 
war years were a major factor affecting demand, and the 
supply of gold was augmented by a decision of the Union 
of South Africa in early 1949 to permit the export of 
fabricated and semiprocessed gold for private sale. This 
factor, together with the world-wide currency adjustments 
of September 1949, helped to reduce private interest in 
gold, but it was renewed with the outbreak of hostilities 
in Korea in mid-1950. In 1951, the amount of gold enter- 
ing private channels reached a new high, but prices de- 
clined, the sharpest drop occurring after September, when 
the International Monetary Fund liberalized its position 
regarding the sale of gold on free markets. Substantially 
less gold entered private channels in 1952 and 1953; and 
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in the first half of 1954 the amount may have been no 
more than is normally required for industrial uses. 


It appears that private demand for gold in the West 
was concentrated largely in France, Italy, and Greece, with 
active demand expressed also in the markets of London, 
Ziirich, and Tangier. These cities were the principal 
transit centers through which processed gold moved to 
other countries. Since early 1949, Beirut also has been a 
primary transit center in the movement from West to 
East. Private holdings in Middle Eastern and Far East- 
ern countries have been subject to few restrictions and 
appear to have been more widespread. In this area, Macao 
and Hong Kong have been important distribution centers. 


Source: Board of Governors of the Federal Reserve Sys- 
tem, Federal Reserve Bulletin, Washington, D. C., 
September 1954. 


Europe 


EPU Settlements for August and September 


The total of surpluses settled through the EPU clearing 
mechanism amounted to 83.4 million units of account in 
August and to 50.6 million units in September (1 unit 
= US$1); the July total was 88.3 million units (see this 
News Survey, Vol. VII, p. 73). 


Net Surplus or Deficit (—) of EPU Members 
(million units of account ) 


July 


Austria 7.6 ; 
BLEU —14.9 A 1.1 
Denmark — 6.0 —14.8 
France — — 13 
Germany 32.9 : 20.4 
Greece —12.9 
Iceland — 0.2 
Italy —23.6 
Netherlands — 3.0 
Norway — 44 
Portugal — 8.5 
Sweden —14.7 
Switzerland 20.2 
Turkey 1.2 


United 
Kingdom 26.4 


August September 


— 3.9 


— 0.9 — 2.9 


—23.3 15.7 


The U.K. deficit in August contrasted with a surplus 
in each of the preceding months this year. The August 
deficit was due, to some extent, to such factors as the 
French drawing on London balances (see this News Sur- 
vey, Vol. VII, p. 82) and seasonal payments, including 
those by British tourists traveling on the Continent. As 
shown by the table, the United Kingdom again had a 
surplus in September (see also this News Survey, Vol. VII, 
p. 126). 


The BLEU surplus in both August and September was 
due in part to the issue of a Belgian loan in the Nether- 
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lands in early July, on which 15.8 million units of account 
was transferred during August and 2.6 million in Sep- 
tember. The same factor that caused the BLEU to have 
a surplus during August was largely responsible for the 
Netherlands deficit in that month; but in September, 
despite a similar transfer, the Netherlands had a small 
surplus. 


Among the changes in September, the most remarkable 
was Italy’s surplus of 0.3 million units, following a pro- 
longed period of rather heavy deficits. 


The gold and convertible assets of EPU increased in 
August to 427.9 million units, from 419.4 million units 
in July; and in September they increased further, to 433.5 
million units. All balances were settled 50 per cent in 
gold or dollars and 50 per cent in credit, except those of 
Greece and Turkey (totaling 17 million units in August 
and 11 million units in September), which were settled 
fully in gold or dollars. 


In both months, EPU debtor countries continued to 
repay, through bilateral amortization installments, part 
of the debts that were outstanding when EPU was renewed 
as of July 1, 1954. These bilateral payments to the 
creditor countries totaled 6.2 million units in August; and 
in September they were slightly higher, primarily because 
Italy, for which no such amortization fell due in July and 
August, repaid 3.3 million units of account in September. 


Sources: The Financial Times, London, England, Septem- 
ber 3, 1954; Organization for European Eco- 
nomic Cooperation, Press Releases, Paris, 
France, September 15 and October 15, 1954; 
Agence Economique et Financiére, Brussels, Bel- 
gium, September 19 and 20 and October 3 and 
4, 1954. 


French Wage Policy 


In connection with its plan to improve gradually the 
standard of living of workers, the French Government 
has decreed that, as of October 11, 1954, the “lowest 
hourly wage” cannot be below the “legal minimum hourly 
wage” of 100 francs plus a bonus of 21.50 francs. Thus 
the hourly wage for the lowest paid workers is increased 
by 6.50 francs per hour. In the previous revision, in 
February 1954, the bonus over the “legal minimum hourly 
wage” of 100 francs had been set at 15 francs (see this 
News Survey, Vol. VI, p. 262). These rates apply to 
workers in the Paris region; workers outside the Paris 
region are grouped in several categories for which slightly 
lower rates prevail. The revision of the “lowest hourly 
wage” is bound to influence the whole wage pattern. The 
Government has encouraged management and labor to 
enter into immediate negotiations for collective bargain- 
ing contracts. The increase in the “lowest hourly wage” 
is accompanied by a revision of the lowest wages for 
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government employees; a more general revision of gov- 
ernment salaries is to be included in the 1955 budget. 


Source: Le Monde, Paris, France, October 12, 1954. 


Tourist Receipts in France 


In the first six months of 1954, official foreign exchange 
earnings from tourism in France amounted to $29 million 
in dollars, $15 million in sterling, $2 million in Swiss 
francs, and $3 million in Belgian francs. It is estimated 
that these receipts ($49 million) represent about three 
fourths of total official foreign exchange tourist receipts, 
and that the first half-year results represent about 40 per 
cent of the yearly results. The total of $49 million com- 
pares with $38 million in 1953 and $43 million in 1952. 
The most notable increase was in dollar receipts. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Sep- 
tember 25, 1954. 


Belgium-Luxembourg Exchange Control Regulations 


Effective September 21, 1954, BLEU exporters are 
permitted to place in special “commercial accounts” in 
their name in an authorized bank dollars and EPU cur- 
rencies acquired by them in payment for goods supplied 
to other countries. 

Since the proceeds of exports in EPU currencies had 
already been freed from surrender obligations in October 
1951 (see this News Survey, Vol. IV, p. 127), the effect 
of the new measure is to free exporters who receive pay- 
ment in U.S, or Canadian dollars from the obligation of 
surrendering their proceeds. The commercial accounts 
may be used for payments abroad under the conditions 


and regulations prescribed by the BLEU exchange con- 
trol authorities. 


Dollars and EPU currencies in “commercial accounts” 
may be sold to authorized banks, but the exchange control 
authorities reserve the right at any time, in the case of 
EPU currencies, to prescribe a period of delay for such 


sales and, in the case of dollars, to withdraw the freedom 
from the surrender obligation. 


Sources: Moniteur Belge, September 17, 1954, and 
Kredietbank, Weekly Bulletin, September 26, 
1954, Brussels, Belgium. 


Netherlands Wage Increase 


The Netherlands Government has approved a proposal 
of organized management and labor to increase wages 
by a maximum of 6 per cent, effective October 1. The 
actual percentage will be determined through collective 
bargaining procedures in each industry. The general 
wage increase which had been effective as of January 1, 
1954 had amounted to 7.9 per cent for industry, 6.6 per 
cent for transport, and 5.6 per cent for agriculture. Since 
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that date, only agricultural wages have increased further, 
to about 10 per cent above the 1953 level. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, September 22, 1954. 


Norwegian Government Accounts 


The Norwegian Government accounts for the fiscal year 
1953-54 show current expenditures of NKr 4,055.4 mil- 
lion and current revenue of NKr 4,314.7 million, resulting 
in a current account surplus of NKr 259.3 million. On 
capital account, excluding amortization payments, there 
was a deficit of NKr 294.7 million. Therefore, the total 
deficit excluding amortization payments was NKr 35.4 
million. Amortization payments amounted to NKr 257.6 
million. 

Of the revenue, about NKr 1,251.1 million was derived 
from taxes on income and property, about NKr 2,571.5 
million from consumption taxes, and the rest from income 
from state enterprises, interest, amortization, etc. 

The transferred appropriations as of June 30, 1954 
amounted to about NKr 857 million; this total included 
NKr 669.1 million for defense, NKr 31.3 million for 
Northern Norway, and NKr 51.5 million for state enter- 
prises. About NKr 107.9 million of the appropriations 
will be covered by counterpart funds and- amortization 
payments. 

Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, September 27, 1954. 


Higher Interest Rates for Long-Term Bonds in Sweden 
The Swedish National Debt Office has announced that 


it will issue a 4 per cent 16-year government bond loan 
callable after 12 years. The bonds will be issued at par. 
The interest rate for the new bonds is the highest offered 
for government bonds in Sweden since 1940. In early 
October, the National Debt Office was offering 3.5 per cent 
15-year non-callable bonds, and sales amounted to 
SKr 250 million. 

Also, the Sveriges Riksbank has announced that its 
interest schedule for loans will be abolished, but that the 
discount rate will remain unchanged, at 234 per cent. 

The objectives of these measures are to tighten the 
credit market and to make bonds more attractive. The 
Governor of the Riksbank, Mr. Lemne, commenting on the 
measures, stated that the Riksbank was worried about the 
expansion in bank advances this year, and that it had 
approached the commercial banks concerning a tighten- 
ing of their credit policy. The banks had asked for sup- 
port for such a move, and had received it in the form of 
the increased long-term interest rate. In early November, 
the Riksbank will again meet with the commercial banks 
to discuss the situation. The abolition of the interest 
schedule means that, in the future, insurance companies 
will not be able to borrow, against bonds, from the Riks- 
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bank at low interest rates and then, in turn, lend the 
proceeds at higher interest rates to the National Debt 
Office. Mr. Lemne stated also that the Riksbank will not 
support the bond market, but that it was possible that it 
would sell some bonds in order to further the tightening 
of the market. 

Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 

ber 16, 1954. 


Economic Development Finance in Greece 

In accordance with a new agreement between the Greek 
Government and the U.S. Operations Mission to Greece, 
dated July 29, 1954 and ratified on August 30, 1954 by 
Legislative Decree 2970, the Central Loan Committee 
(established in 1948 for the purpose of extending 
medium- or long-term development loans to entrepreneurs, 
financed with foreign aid funds) was abolished and in- 
stead a new organization, the Economic Development 
Financing Organization, was established. The measure 
is designed to improve the procedural and organizational 
elements of the loan program, to settle certain basic 
issues in connection with loans already granted, and to 
establish an effective lending institution to assure that 
new loans are granted in accordance with recognized 
banking principles and procedures. 

The original capital of the new Organization comprises 
all claims for principal and interest arising out of loans 
granted by the Central Loan Committee. The Organiza- 
tion may also be vested with, or be accountable for, such 
additional funds as may be transferred to it from time 
to time from the government budget or foreign aid 
counterpart funds. The resources of the Organization 
will be invested in (a) medium-term or long-term loans 
to industrial, mining, transportation, agricultural, and 
other private productive enterprises, and to public utilities 
and legal entities of public law; (b) loans to the Agri- 
cultural Bank for granting medium-term agricultural 
loans on the basis of a special program; (c) loans to 
the National Mortgage Bank for low-cost housing develop- 
ment; (d) participation in the share capital of produc- 
tive private enterprises and public utilities; (e) direct 
medium-term or long-term loans to legal entities of public 
or private law, upon state guarantee or other adequate 
security. Lending operations under (a) will be effected 
through banks, and a guarantee by a bank in Greece for 
the full and timely settlement of the borrower’s obliga- 
tions to pay principal, interest, and other expenses, and 
for the fulfillment of such other contractual obligations 
as may be required by the management of the Organiza- 
tion, will be necessary. All loan contracts of the 
Organization and related guarantees may call for the 
payment of principal and interest at the prevailing U.S. 
dollar exchange rate. Loan contracts made pursuant to 
(a) or (e) may be written in the form of negotiable 
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guaranteed bonds which may be sold through the Athens 
Stock Exchange. 

The Organization will be administered by a Board, a 
General Manager, a Supervising Council, and Controllers, 
The Board is composed of the Governor or Deputy Gov- 
ernor of the Bank of Greece, one representative of the 
Ministry of Coordination, the Director of the U.S. Opera- 
tions Mission to Greece or his representative, the Gover- 
nors or the Directors General of two of the banks which 
will be authorized by the Currency Committee to guarantee 
the fulfillment of contractual obligations undertaken by 
the borrowers, and the General Manager of the Organiza- 
tion. Four members of the Board will constitute a 
quorum, and Board decisions shall be taken by an affirma- 
tive vote of at least four of its members. 

Unlike the regulations that governed the Central Loan 
Committee, no member of the Board of the Organization 
is vested with a veto power. Another difference is that 
the Organization may extend direct loans to public or 
private enterprises; it is understood that this will be 
done in the case of large self-financed development pro}- 
ects. The clauses under which the Organization may 
finance corporations or other companies of limited 
responsibility through participation in their share capi- 
tal, or through contracts written in the form of negotiable 
guaranteed bonds, are a step toward the development of 
an internal capital market. Finally, under the new agree- 
ment, intermediary banks will have explicitly to assume 
full responsibility for the timely repayment of loans. 
Sources: Greek Official Gazette, Vol. A, No. 203, Aug- 

ust 30, 1954, and Oikonomikos Tahidromos, 
various issues, Athens, Greece. 


German-Finnish Payments Agreement 


In the payments agreement concluded on September 17, 
1954 between the Federal Republic of Germany and 
Finland, the former system of bilateral settlements is 
replaced by a system of clearing via “partly convertible” 
DM accounts. Prior to the new agreement, payments to 
Finland were made exclusively on a bilateral basis. The 
credit margin within which no dollar payments were 
required amounted to $30 million up to July 1, 1953; 
after that date it was reduced, in several stages, to 
$20 million. Since Finland is not a member of the EPU, 
the credit balances could not be used multilaterally. 
Because Finnish exports are subject to wide seasonal 
fluctuations (exports are low in the winter, when the 
ports are icebound), the swing credit margin was not 
sufficient and proved rather to be an obstacle. Under the 
new system, which is effective as of October 1, 1954, 
there is no longer any swing; and in place of the former 
bilateral account expressed in dollars, the Bank of Fin- 
land maintains “partly convertible” DM accounts with 
the Bank deutscher Lander and the German foreign 
trade banks. These accounts must have deutsche mark 
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credit balances, so that Finland’s imports from Germany 
cannot exceed the amount for which payment can be 
made from these balances. The accounts will be credited 
with payments by German importers of Finnish commodi- 
ties and with deutsche marks purchased by Finland 
against sterling or any other currency. Under the new 
procedure, credits are no longer available to Finland from 
the Bank deutscher Lander in accordance with the auto- 
matic swing credit procedure, but deutsche mark credits 
may be obtained on a normal commercial basis from 
German foreign trade banks. While the German regu- 
lations permit Finnish exporters to maintain “partly 
convertible’ DM accounts with German foreign trade 
banks, in practice the Finnish authorities permit only 
the Bank of Finland to maintain such accounts. 

The estimated volume of imports and exports for the 
coming year is DM 190 million in either direction. The 
larger part of German imports from Finland is liberal- 
ized: of the ten quotas maintained, six are for agricul- 
tural products and four for industrial products, but they 
amount to not more than DM 2 million, i.e., about 1 per 
cent of the total import volume. 

For German exports to Finland up to a total of 
DM 46 million, Finland is obliged to give import permits. 
All these German exports are consumer goods for which 
there is a traditional market in Finland but for which 
foreign exchange allocations have been granted only 
sparingly in recent years; i.e., textiles (DM 9.5 million), 
iron and metal goods (DM 6.8 million), chemical prod- 
ucts (DM 6 million), various kinds of small machinery 
(DM 4.2 million). Finland can avail itself of the bal- 
ances in the “partly convertible” DM accounts only after 
it has issued import licenses as stipulated in the trade 
agreement. Thus, for other imports from the Federal 
Republic, the EPU area, or the offset account countries, 
the Bank of Finland can use only those export proceeds 
which remain after payment has been made for the 
commodity quotas specified above. It is hoped in Ger- 
many that the ratio of exports of manufactured products 
to total exports will be greater than the ratio in recent 
years, 


Sources: Handelsblatt, Diisseldorf, Germany, Septem- 
ber 27, 1954; Bank deutscher Lander, Ausziige 
aus Presseartikeln, Frankfurt am Main, Ger- 
many, October 6, 1954. 


Further Relaxation of Austrian Exchange Restrictions 


Following the relaxation of exchange controls vis-a-vis 
EPU countries, which became effective August 16, 1954 
(see this News Survey, Vol. VII, p. 59) and which abol- 
ished the surrender requirement for EPU currencies and 
permitted the utilization of such foreign exchange bal- 
ances for payments to EPU countries for merchandise 
transactions and incidental expenses (Regulation No. 81), 
the Austrian National Bank has announced a further 


relaxation of restrictions concerning payments for invis- 
ibles (Regulation 81A). Under the new regulations, 
which became effective September 16, payments without 
a special license—previously limited to the equivalent of 
500 schillings—may now be made for any amount out 
of such retained EPU currency holdings for any purpose 
except capital transfers. Contractual amortization is not 
regarded as a capital payment, and is treated in the same 
way as other payments for services, including interest, 
dividends, royalties, etc. 


Also, both Regulation 81 and Regulation 81A permit 
EPU currencies to be bought freely from either the 
Austrian National Bank or authorized exchange dealers, 
without a license; disposal, however, is permissible only 
on condition that (a) the payment is made for one’s own 
obligations; (b) the final recipient has his residence, 
domicile, or permanent abode in a country whose pay- 
ments transactions are settled through EPU; and (c) the 
transfer order contains the information required by the 
Austrian National Bank. A copy of this transfer order 
is to be delivered by the exchange dealers to the Austrian 
National Bank for the purpose of examination after 
execution of the order. 

The new regulations are not applicable to transit trade 
or to merchandise imports for processing and re-export. 


As of September 20, the Austrian National Bank also 
relaxed restrictions on the importation and exportation 
of Austrian currency by travelers. Both residents and 
nonresidents may now bring into Austria without a 
special license foreign and domestic notes and coins in 
unlimited amounts at each crossing of the border; and 
they may take out without a special license foreign notes 
and coins in unlimited amounts, as well as domestic notes 
and coins up to 10,000 schillings. 

Sources: Wiener Zeitung, Vienna, Austria, September 16 
and 19, 1954; Neue Ziircher Zeitung, Ziirich, 
Switzerland, September 17 and 22, 1954. 


Middle East 


U.S. Trade with Middle East 


Although the Middle East accounts for only a small 
proportion of total U.S. trade (imports from the area in 
1953 being about 2.9 per cent of total U.S. imports and 
exports representing about 2.5 per cent of total U.S. 
exports), the total value of exports to and imports from 
the United States constitutes a significant. proportion of 
Middle East foreign trade. Exports to the United States 
in 1953 totaled $316 million (excluding “special category” 
exports) ; imports were $395 million (some 20 per cent 
of the area’s total imports). In the first half of 1954, 
imports from the United States were slightly above the 
corresponding 1953 level, while exports were moderately 
less. Major U.S. purchases from Middle Eastern coun- 
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tries are crude petroleum (45 per cent of total imports 
in 1953, mostly shipped from Kuwait and Saudi Arabia) ; 
tobacco (nearly all from Turkey); raw cotton (from 
Egypt); ferroalloys, ores, and metals (nearly all from 
Turkey) ; wool (from nearly all countries in small quan- 
tities); diamonds (Israel) ; and fruits and nuts (mostly 
from Iran and Turkey). Imports of petroleum from the 
Middle East were valued at about $65.5 million during the 
first six months of 1954, compared with some $70.6 mil- 
lion in the corresponding period of 1953. 

As a result of the conclusion of the Suez and the Iranian 
oil agreements, the Middle East now holds promise of 
steady, long-term expansion in two-way trade with the 
United States. Many development projects are under 
way, which will call for large imports of capital goods. 
Transportation facilities, in particular, are scheduled for 
expansion in most countries of the area, and this will 
entail heavy automotive imports. Machinery and auto- 
motive products constitute at present about half the total 
U.S. exports to the area. It would seem that as the de- 
mand for these goods expand so will U.S. exports. Cur- 
rently, however, U.S. exports to the area exceed the value 
of its imports. Moreover, dollar earnings of the different 
countries in the region are unevenly distributed. Both 
these factors tend to limit U.S. export expansion, although 
U.S. aid finances a considerable volume of exports. In 
future, private investment may also help to stimulate 
exports. 


Source: The Journal of Commerce, New York, N. Y., 
September 24, 1954. 


Israel's State Bank 
The State Bank Law, which establishes the Bank of 


Israel as the Government Banker and sole fiscal agent of 
the Israel Government (see this News Survey, Vol. VII, 
p. 4), was finally approved by the Knesset on August 24. 
The purposes of the Bank are “the management, regula- 
tion, and direction of the local currency and the credit 
and banking systems of the country, in accordance with 
the economic policy of the Government, in order by 
monetary means to further the stabilization of the value 
of the currency in Israel and abroad and to provide for 
a high level of production, employment, national income, 
and capital investment in Israel.” 


The Governor of the Bank will be appointed by the 
President of the State on the recommendation of the 
Government, for an initial period of four years and there- 
after for five years. There will be an Advisory Board of 
not more than seven members, which will be convened 
at least once a fortnight, and a Council, composed of the 
Advisory Board and eight other members, which will be 
convened at least once in every two months. 


The Bank may issue currency not exceeding an amount 
fixed by the Governor, after consultation with the Board 


INTERNATIONAL FINANCIAL News Survey, October 22, 1954 


and with the approval of the Government. If the cur- 
rency issued exceeds by 15 per cent the amount in cir- 
culation at any time during the previous twelve months, 
the Governor must immediately submit a memorandum 
to the Government on the reasons for the increase. 

The Governor of the Bank may, after deliberation 
with the Board and approval by the Government, give 
instructions to banking institutions to keep their liquid 
funds at a specified rate and composition as deposits 
with the Bank of Israel, and order credit restrictions 
whether generally or for any specific kind of credit or 
investment. The Governor may also determine maximum 
rates of interest and business conditions with regard to 
loans granted, bills discounted, or other credit trans- 
actions. Any such order must be approved by the Finance 
Committee of the Knesset. 


Source: Business Diary, Haifa, Israel, October 5, 1954. 


Far East 


Indian-Chinese Trade Agreement 


A trade agreement concluded by India and the Peking 
Government of China is to come into force immediately, 
will be valid for two years, and will be subject to renewal 
by negotiation. The agreement provides that reasonable 
facilities will be accorded for entry into the port of Cal- 
cutta and for the subsequent movement to Tibet of such 
Chinese commercial goods as cannot be obtained in India. 
Payments will be made in Indian rupees or sterling, as 
may be mutually convenient. Schedules have been ap- 
pended to the agreement indicating goods that will be 
available for export from India and China. 

India has listed as available for export to China the 
following items: rice, certain seeds, tobacco, metallic ores 
—including chrome, manganese, tin and zinc concentrates 
—oils, chemicals, drugs and medicines, electrical and 
other apparatus, machinery, machine tools, ferrous: and 
nonferrous manufactures, cotton piece goods, jute manu- 
factures, bicycles, motor vehicles, cement, tires and tubes, 
pumps, lanterns, sewing machines, agricultural imple- 
ments, mica, and Indian films. China has listed as avail- 
able for export to India rice, soya beans, machine tools, 
machinery, medical supplies, antimony, graphite, fluor- 
spar, arsenolite, silk and silk piece goods, wool, hides 
and skins, paper (including newsprint chemicals), tung 
oil, cassia, methol crystals, resins, porcelain, glass and 
glassware, hosiery and stitching needles, vegetables and 
vegetable products, canned goods, printed matter, books, 
and Chinese films. 

Indian exports to China amounted to US$1.7 million 
in 1953-54, compared with $0.9 million in 1952-53 and 
$14.2 million in 1951-52. Indian imports from China 





INTE! 


amou 
1952- 


Sourc 


State ( 
The 


ownet 
branc 
The | 
polici 
and tl 
zens. 
credit 
banks 
includ 
are fo 


Source 


Bank 0 


Effe 
ther ti 
of sele 
by co 
which 
for co 
relativ 
capita 
has als 
loans. 

The 
ber 19 
News | 
had s 
tracted 
to offs 
from f 
of 195 


Source 


U.K.-Jay 


The 
cluded 
p. 242 
has bes 
will be 





1954 





| Cur- 
n Cir- 
onths, 


ndum 










ration 
, give 
liquid 
posits 
ctions 
dit or 
imum 
ard to 
trans- 














inance 

















1954. 





























Peking 
liately, 
enewal 


























sonable 
of Cal- 
of such 
| India. 
ing, as 
en ap- 
will be 





















































ina the 





lic ores 








entrates 














cal and 





pus and 











2 manu- 
d tubes, 
imple: 





























as avail- 








ne tools, 





e, fluor- 
1, hides 
s), tung 
lass and 
bles and 


r, books, 


























? million 
2-53 and 
m China 






























































amounted to $2.1 million in 1953-54, $27.4 million in 

1952-53, and $33.4 million in 1951-52. 

Source: The Washington Post and Times-Herald, Wash- 
ington, D. C., October 15, 1954. 


State Commercial Bank in Burma 


The State Commercial Bank, a Burmese government- 
owned institution, was opened in Rangoon in August; 
branches are to be opened in Burma’s principal towns. 
The Bank’s primary purpose is to promote national 
policies, particularly in regard to economic development 
and the control of business enterprises by Burmese citi- 
zens. It will make available to domestic business interests 
credit not obtainable from the established commercial 
banks, whose primary purpose is to finance foreign trade, 
including rice milling for export. Most commercial banks 
are foreign owned, 

Sources: Economic Survey of Burma, 1954 (Presented in 
Parliament by The Honorable Minister of Fi- 
nance and Revenue, August 19, 1954) , Rangoon, 
Burma; Department of Commerce, Foreign 
Commerce Weekly, Washington, D. C., Septem- 
ber 27, 1954. 


Bank of Japan's Monetary Policy 


Effective October 1, 1954, the Bank of Japan has fur- 
ther tightened its monetary policy by revising the system 
of selectively higher interest rates on borrowings from it 
by commercial banks. Under this system, the rates at 
which the Bank of Japan makes loans and rediscounts 
for commercial banks are progressive according to the 
relative magnitude of the latter’s previous borrowings, 
capital, deposits, and other relevant criteria. The Bank 
has also called upon the commercial banks to restrict their 
loans. 

The Bank initiated a restrictive credit policy in Septem- 
ber 1953, as part of its disinflationary program (see this 
News Survey, Vol. VI, p. 137). That policy has already 
had some effect on the money supply, which has con- 
tracted substantially. The recent measures are intended 
to offset the excess cash disbursements expected to result 
from fiscal transactions with the public in the last quarter 
of 1954, 

Source: The Journal of Commerce, New York, N. Y., 
October 18, 1954. 


U.K.-Japanese Trade Pact 


The U.K.-Japanese trade and payments agreement con- 
cluded in January 1954 (see this News Survey, Vol. VI, 
p. 242) and intended originally to run for the year 1954 
has been extended for three months. Further negotiations 
will be held in early 1955. Payments between the sterling 
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area and Japan are expected to show a rough balance for 
1954, though at a lower level than that postulated in the 
agreement. 

Source: The Financial Times, London, England, Octo- 


ber 2, 1954, 


United States 
Growth of Foreign Time Deposits in U.S. Banks 


Foreign time deposits in member banks of the Federal 
Reserve System increased from $653 million on June 30, 
1953 to $1,443 million on June 30, 1954. (At the end of 
1947 they amounted to only $11 million.) The deposits 
are owned primarily by foreign central banks. Their 
doubling in the past year is attributed to a decline in 
the yields of short-term U.S. Treasury bills and the 
increasing lack of availability of bankers’ acceptances. 
Both Treasury bills and bankers’ acceptances used to be 
the favorite media for investment of foreign central 


bank funds. 


The growth in these deposits is creating some concern 
on the part of the large New York City banks, the major 
holders of the deposits. The banks, while not wishing to 
discourage the deposits, claim that they cannot make a 
profit on such deposits and still pay the current interest 
rate of 1 to 114 per cent. 


Source: The Journal of Commerce, New York, N. Y., 
October 18, 1954. 


U.S. Industrial Production 


Industrial production in the United States showed the 
usual seasonal rise of about 2 per cent from August to 
September, so that on a seasonally adjusted basis the 
index remained at 124 (1947-49 = 100), the same as in 
each month since May. While September output was 
about 7 per cent below that a year ago, the actual rise 
from August contrasted with a decline in September 1953. 
Steel output, which was at 65 per cent of capacity in 
August, rose to 68 per cent in September, and is presently 
at more than 70 per cent. The largest increases were in 
industries supplying the construction industry (stone, 
clay, glass, and lumber) and in rubber, leather, and 
chemicals. Automobile output continued to decline. 


Source: The Wall Street Journal, New York, N. Y., 
October 15, 1954. 


U.S. Government Releases of Copper 


In a move to ease the severe shortage of copper caused 
by recent strikes at mines and processing plants, the U.S. 
Government is making available about 26,500 tons of 
refined copper to industrial users for October consump- 
tion. Distribution will be limited to those companies 
facing shutdowns because of lack of the metal. About 
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two thirds of the amount will come from stocks of the 
metal accumulated under a provision of the Defense Pro- 
duction Act which encouraged copper production; the 
remainder represents a diversion to industry of copper 
originally scheduled for the strategic material stockpile. 
Complementing the release of copper supplies to indus- 
try will be the control of export licenses to prevent diver- 
sion of limited domestic supplies to the export market. 
Sources: The Wall Street Journal, New York, N. Y., 
October 18 and 19, 1954. 


FOA Coal Purchases for Export 


In areas in the United States classified as distress 
areas, the Foreign Operations Administration has begun 
to purchase coal to be sent abroad, as part of some U.S. 
aid programs. A goal of 10 million tons has been set as 
the amount to be purchased. Hitherto, some countries 
have purchased coal with credits granted in accordance 
with U.S. aid programs; such purchases will be credited 
against the 10 million ton goal. 

Source: The Journal of Commerce, New York, N. Y., 
October 18, 1954. 


Latin America 


Banking Statistics of El Salvador 


A summary of the main banking statistics of El Salva- 
dor, compiled on a comparable basis for the period 1899 
through 1953, has been published by the Central Reserve 
Bank of El Salvador. The study shows that the first bank 
in El Salvador was established in 1880. The Banco 
Comercial y Agricola (Agricultural and Commercial 
Bank) was established in 1895 and functioned until 1934, 
when it was reorganized and became the present Central 
Reserve Bank. 

El Salvador established the gold standard in 1892, with 
the colén equivalent to US$0.50. Since 1934 the colon 
exchange rate has been stabilized at US$0.40. 

The banking system of El Salvador is composed at 
present of the Central Reserve Bank, a mortgage bank 
established in 1934, and three commercial banks: the 
Banco Salvadoreno established in 1885, a branch of the 
Bank of London & South America working since 1937, 
and the Banco de Comercio established in 1950. 
Source: Banco Central de Reserva de El Salvador, 

Resumen de Balances Bancarios, 1899-1953, San 
Salvador, El Salvador, May 1954. 


Reduction of Colombia's Minimum Surrender Price for Coffee 


Colombia has reduced the minimum export price for 
coffee from US$128 to US$115 for each 70-kilogram bag. 


INTERNATIONAL FINANCIAL News Survey, October 22, 1954 


This reduction not only reflects the drop in prices which 

took place last month; it also marks the termination of 

the tax of $6.50 per bag which was imposed when prices 

were above $115 per bag. 

Source: The Journal of Commerce, New York, N. Y., 
October 18, 1954. 


Economic Developments in Peru 


Peru’s visible trade deficit for the first eight months of 
1954 was equivalent to US$15.2 million, compared with 
US$53.7 million a year earlier. Export tonnage more 
than doubled, from 1.1 million to 2.5 million tons. The 
value of imports fell from $174.1 million to $145 million. 
The general cost of living index has risen by 11 per cent 
since the beginning of the year, but the expansion of 
commercial bank credit and of the money supply has 
been largely curtailed. The volume of registered install. 
ment sales in Lima in the first half of 1954 was about 
40 per cent less than in 1953. 

Source: Inca Features, Lima, Peru, August 30, 1954. 


New Monefary and Exchange Measures in Brazil 


The Superintendency of Currency and Credit in Brazil 
has limited the interest payable by banks to 3 per cent 
on checking accounts, to 5 per cent on 180-day deposits, 
and to 6 per cent on one-year deposits. The rediscount 
rate has been raised to 8 per cent for commercial paper 
and to 10 per cent for promissory notes. The amount of 
U.S. dollars to be offered at auction has been reduced 
from $16 million to $10 million for the month of Novem- 
ber, i.e., to $2.5 million per week. 

Source: Brazilian Treasury Delegation, Press Release, 


New York, N. Y., October 18, 1954. 


Corrigendum 


Vol. VII, No. 15, October 8, 1954, p. 120, item “Terms 
of K.L.M. Loan”: The second sentence should read: “The 
interest rate on the IBRD loan was 41% per cent.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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